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Key issues

 At the beginning of this month, the Company revised its 2006 earnings 
forecast by 20% to A$6m from the initial forecast of A$5m following a 
strong set of results for the Q1 period. During the 3 months ended 31 
March 2006, the Company increased its revenue by 88% to A$136.6m 
from A$72.7m during the same period last year, with EBITDA up 156% 
to A$2.95m. A net profit of A$8.9m is expected in 2007. On this basis, 
the shares are currently trading at 15.7x current year earnings and 11.7x 
2007 earnings.  

 e-pay Asia’s shares are trading with a prospective dividend yield of 2.5% 
for 2006 and 3.2% for 2007.  

 e-pay Malasia, which the Company owns a 60% interest in, has seen its 
revenue grow by 54.7% per annum on a CAGR (compound annual 
growth rate) since 2001, and its net profit grow by 45.5% on a CAGR 
basis over the same period.  

 e-pay Asia is now said to have one of the largest electronic payment 
networks in Asia and is able to boast around 70% of the top-up market 
share in Malaysia. Mobile phone use is expected to increase by circa 
20% a year across the entire region until 2007, creating good growth 
prospects in the near term.  

 The Company’s retail network exceeds 20,000 points of presence, split 
between just over 10,000 fixed terminals and 10,000 agents using SMS 
top-ups, giving the Company a strong presence in its markets as well as 
creating barriers to entry for new competitors. Furthermore, e-pay Asia’s 
SMS network technology allows it to serve markets that have little fixed 
line infrastructure and a large number of small retailers, allowing it to 
serve the large addressable markets in Asia. 

 Indonesia represents e-pay Asia’s third biggest market in the region with 
a mobile phone penetration rate of 21%. The forecast compound annual 
growth rate (CAGR) for this market stands at 30% until 2007, second to 
Pakistan’s CAGR of 36%. However, mobile penetration for this market is 
only 9%.

Business review 

 In December 2005, both AIM and ASX (Australian Stock Exchange) 
trading SkyNetGlobal became e-pay Asia following the reverse takeover 
of Orion Gateway Ltd and a change of name. Orion Gateway was initially 
acquired for A$28m with a deferred consideration of up to A$14.5m, with 
the funds used as working capital including the purchase of inventory 
airtime. e-pay Asia currently operates across four countries: Indonesia, 
Malaysia, Pakistan and Thailand. 

e-pay Asia 

Rating Strong buy

Price 20.25p

Market Cap £43.4m

52wk low/high 7.25p/52.50p

52wk change -56.67%

52wk FTA rel -81.67%

Sector Software & Computer 
Services

Source: DigitalLook 

Investment ratios 

Sector Market 

PE ratio (pr) 18.57x 14.08x

Div. yield (pr) 2.17% 3.33% 

EV/EBITDA 10.30x 175.52x 

ROCE 43.02% 26.96% 

NTAV ps  0.12p 1.94p

PS ratio 2.44x 2.76x

Net gearing  -25.07% 85.90% 

Op. margin 5.70% 7.36% 

EPS growth (pr) 24.47% 11.38% 

Source: Hemscott 
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 e-pay Asia is a provider of electronic top-up services for prepaid mobile 
users in south east Asia. The service was first launched in Malaysia in 
1999 with only one mobile operator to address the inefficiencies in top-up 
or reload payment options for the fast growing prepaid mobile market, 
and was the first to offer prepaid mobile phone users the ability to top-up 
electronically as an alternative to scratch cards. Ever since, the 
Company has successfully managed to expand its product offerings to 
include internet reloads, credit cards and long distance International 
Direct Dial (IDD) airtime across a large regional network of retail agents.  

e-pay Malaysia now has a presence in circa 19,500 retail outlets across 
the region, which include major service station outlets such as Shell, 
Esso and BP, as well as convenience stores and pharmacies such as 7-
ELEVEN. In Malaysia, e-pay holds the number one position in terms of 
market share for electronic prepaid mobile top-up, as well as in Pakistan. 
Across its four operating territories, the e-pay electronic top-up service is 
supported by thirteen mobile operators and it processes, through its retail 
agents, around 70 million prepaid mobile top-up transactions. 

Approximately 95% of the Company’s revenue is derived from the 
provision of mobile phone top-up services and is done so through two 
main ways: EPOS (Electronic Point of Sale) terminals or registered 
mobile phone handsets, resulting in the following products:

1. e-Voucher – this is at present the most widely used electronic top-up 
method as mobile phone users prefer the security of receiving a 
paper receipt for their purchase. e-Voucher makes use of EPOS 
terminals installed in retail outlets and is printed electronically once it 
has been paid for with PIN numbers encrypted at the time the 
transaction is made. e-pay’s e-Vouchers currently command the 
largest market share in terms of revenue for electronic top-up of 
prepaid mobile airtime in Malaysia.  

2. e-Top-up – this is a paperless electronic top-up system providing the 
real-time top-up of prepaid mobile airtime at the point of sale, without 
having to issue any PIN numbers or passwords. In order to make 
use of e-Top-up, a consumer must at the time of the transaction 
provide the retail agent an account card or a mobile phone number. 
The agent then swipes the card or inputs the mobile phone number 
through the e-pay terminal and tops-up the phone with the required 
amount. Moments later, the user receives a text message confirming 
that the top-up has been successful with the purchased top-up 
amount credited.  

3. Other products – e-pay provides payment collection services for 
long distance telephone and pay television operators, and has 
started processing credit card transactions on behalf of merchants. 

Summary of financials

A$m 2005A 2006E

Turnover  85.4 648.8

EBITDA 1.5 14.4

Operating profit (0.2) 12.9

Net interest (0.15) (0.65)

Pre-tax profit (7.6) 12.2

Retained profit (7.6) 11.0

EPS (28.9¢) 3.1¢

Cash & securities  4.3 7.04

Total liabilities (22.63) (39.63)

Net assets 1.58 5.18

Source: Company 

Share performance 1-year chart 

Source: DigitalLook 

SVS Securities plc 2



e-pay Asia Ltd (AIM: EPY)
12 May 2006 
          

Market opportunity

Mobile penetration in the south east Asian markets remains low on a 
relative basis and currently represents the fastest growing mobile 
telecommunication industry in the world with the highest penetration of 
prepaid mobile users; 80% of existing and new mobile users over the 
next five years will be prepaid users. e-pay Asia currently covers the 
markets in Indonesia, Malaysia, Pakistan and Thailand, and it plans to 
expand into China, the Philippines, Singapore and Vietnam. The mobile 
phone market is expected to grow at an annual rate of 17% between now 
and the end of 2008 with the total number of prepaid mobile users 
expected to grow to 644 million people with the average revenue per 
user per annum (ARPU) at present standing at A$11. The total number 
of people across e-pay Asia’s markets is estimated to be around 2 billion 
people and in 2006 alone, 107 million new prepaid mobile users are 
expected to be added to the Company’s total market. 

Growth in the Asian mobile telecommunications industry is being fuelled 
by the adoption of prepaid mobiles with the majority of the growth 
anticipated in the emerging markets over the next three years in 
countries such as Malaysia and China. Key drivers in the prepaid mobile 
market in Asia are cheaper handsets and airtime, ease of access since 
there is a lack of available fixed line infrastructure and the lower 
penetration of credit cards and preference of paying for goods in cash. 
Even affluent families prefer to use prepaid mobile phones, particularly 
when purchasing phones for their children. 

At present, the most popular method of purchasing a mobile top-up is 
through using a scratch card. However, this process of topping-up has 
been declining over the last few years and is expected to continue doing 
so, whereas electronic top-ups have been rising and the trend is forecast 
to continue. Electronic top-ups offer a number of advantages to scratch 
cards including a lower production cost (7% lower), no management of 
inventory (creates an incentive for a retail agent), audit trail of 
transactions, flexibility and convenience, high-quality over-the-counter 
product and an infrastructure that allows for the provision of additional 
services. 

As the number of e-pay terminals increase across Asia, the Company 
will be able to increase its market share and subsequently its revenue. 
The Company could also expand its range of products, one of which 
could be “e-wallets” (prepaid credit cards). This product is fast growing in 
the mature US market and would work well in Islamic countries such as 
Indonesia, Malaysia and Pakistan where Islamic law bans interest 
charges on loans. Additionally, e-pay Asia already has the infrastructure 
in place to cater for this potentially lucrative product and would allow it to 
add Mastercard/Visa to its existing list of partners which includes the 
likes of Exxon Mobil, Shell, Esso and BP among others.  

Board of Directors

Michael Lee Non-Exec Chairman

Simon Loh Managing Director

Jonathan 
Soon

Executive Director

John Croft  Non-Exec Director

Source: Company  

Major shareholders  

Simon Loh* 57.1%

Dato Hassan 7.3%

YC Wong 3.8%

*Through Tobikiri Capital Ltd 
Source: Company broker  

Key dates

July 2006 Quarterly update 

August 2006 Interim results

Source: Company broker  

Contact details 

Email

Web www.e-payasia.com

Tel +612 8211 0696

Fax +612 8211 0555
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Moving forward

 The Company intends to further develop its existing relationships with 
retailers and mobile network operators to expand its network of EPOS 
terminals with the cost of expansion relatively low; in Malaysia, an 
average terminal covers its capital outlay after three months in terms of 
gross profit. It is anticipated that the number of terminals across the 
Company’s current territories will have more than doubled by the end of 
this year to approximately 41,000 and by a further 70% to 70,000 by the 
end of 2007, with the majority of growth occurring in Indonesia.  

 e-pay Asia is also developing links with other partners so that its top-up 
solutions can be accessed through new channels. Earlier this year, the 
Company announced its agreement with Malaysian Electronic Payment 
System (MEPS), which provides shared banking for the ATM network, e-
commerce gateway and other methods of payment – similar to the Link® 
system in the UK. Under the arrangement, e-pay Asia will be able to offer 
mobile top-up facilities from over 4,500 ATMs across Malaysia. Prepaid 
mobile users will be able to make payments twenty-four hours a day 
using credit or debit cards, representing an instant 30% increase in the 
size of the Company’s network. Additionally, it helps create a barrier to 
entry to for potential competition.  

 The Company intends to enter new market areas in order to facilitate 
further growth over the years and has already earmarked four additional 
territories: China, the Philippines, Singapore and Vietnam. e-pay Asia 
believes that it will be able enter and penetrate these markets under the 
same business model that it has used to successfully establish itself in 
its existing territories. The mobile penetration rates in these new markets 
are much lower than the Company’s existing regions, therefore, they 
offer good growth opportunities.  

Outlook

 Over the last three months, e-pay Asia’s shares have rallied by over 
139% and in excess of 111% over the last month alone. The recent hike 
in its earnings forecast for the current financial year demonstrates the 
continuing success that the Company is enjoying. With plans to expand 
into new territories, e-pay Asia looks set to benefit from the rising 
penetration rate of mobile phones in south east Asia, as well as the 
switch to electronic top-ups from the current more popular method of 
using scratch cards. The shares are trading at 15.9x current year 
earnings and 11.7x 2007’s earnings. When compared to peer Paypoint 
whose shares are trading 30.5x and 31.3x earnings for 2006 and 2007 
respectively, e-pay Asia is cheap – particularly when you take into 
consideration its position within its core markets and its growth 
prospects; EPS growth of 35% expected between 2006-2007. Thus, this 
Company offers good prospects to all. Strong buy.

Prospective ratios for EPY* 

PE ratio 15.9x

Dividend yield  2.54% 

Operating margin 1.98% 

ROCE 86.03% 

Price/sales ratio 0.16x

EPS growth  110.73% 

*Based on forecasts for FY2006 

Company strong points 

 Low PE rating;
 Superior dividend yield to sector; 
 Growing core markets; 
 New market expansion plans; and

Ability to implement new products        
  using existing network. 

Company weak points

 Currency risk exposure;  
 Low margins;  
 Dividend level could be cut;  
 Complex corporate structure; and 
 Certain markets are in their infancy.  
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Author: Maziar Yazdanian, Analyst 

Material sources: Any facts historical or present relating to the Company, its senior management team or market conditions 
contained within this report have been obtained from public sources, the supporting acquisition document 
or sources of information that are made available to market professionals such as SVS Securities. The 
quoted price represents the closing mid-price on 11 May 2006, and has been used as the basis for 
calculating the market capitalisation of the Company. The ‘Investment ratios’ quoted on page one of this 
document were known to be correct on 12 May 2006. 

Publication date: 12 May 2006

Nature of 
transaction:

SVS Securities is acting on a riskless matched principle basis.  

Recommendation 
disclosure:

During the last 3 month period ended 11 May 2006, all of SVS Securities’ principal recommendations 
have been speculative buy.

Important notes: This report is solely intended for private clients of SVS Securities as defined under the FSA rules. It is not
to be distributed to any other parties. SVS Securities is to be under no responsibility or liability if this 
document is distributed to other individuals or parties who have not been invited by the company to 
receive such information, since our research is not directed at, may not be suitable for and should not be 
relied upon by any other person. The information presented in this report has not been presented on an 
independent basis, and is not covered by a policy of independence. SVS Securities may actually or may 
seek to do business with companies covered in its research reports. Investors should be aware and take 
into consideration that the firm may have a conflict of interest that could affect the objectivity, 
independence and impartiality of this report. All statements made and opinions expressed are made as 
at the date on the face of the material and are subject to change without notice. 

Risk warning: There is an extra risk of losing money when shares are bought in some smaller companies, including 
AIM and OFEX quoted shares, sometimes known as "penny shares".  There can be a big difference 
between the buying price and the selling price of these shares.  If they have to be sold immediately, you 
may get back much less than you paid for them.  The price of the shares may change quickly and it may 
go down as well as up.  Past performance is no guarantee of future success. You should carefully 
consider your own personal financial circumstances before dealing in the stock market. This information 
sheet does not constitute an offer to buy or sell such securities.  It is presented solely for your information 
and is provided on the basis and understanding that SVS Securities plc is to be under no responsibility or 
liability whatsoever except that which it has under the regulatory system.  Comments made represent the 
opinion of SVS Securities plc and have been arrived at in good faith.  No representation or warranty 
either actual or implied is made to the accuracy, precision, completeness or correctness of the 
statements, opinions and judgements contained within this information sheet.  This information does not 
have regard to your specific investment objectives, investment risk profile or financial background.  For 
this reason, this information may not be suitable for all investors, and if you have any doubts, you should 
consult your SVS Investment Adviser or an Independent Financial Adviser. 
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